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DISARMAMENT 


VIFFICULTIES 


T= disclosure of new and apparently serious 
differences between France and Italy has tem- 
pered the optimism which greeted the announce- 
ment on March 11 of the Anglo-French-Italian 
naval agreement.* When the naval experts of 
the three powers met in London to transform the 
provisional “bases of agreement” into a definite 
accord, they found a discrepancy between the 
French and the Italian interpretations of some 
66,000 tons in cruisers, and were forced to sus- 
pend future negotiations until April 14. 


No official explanation of the question at issue 
has been offered by London, Paris or Rome, and 
the unofficial statements, most of which have come 
from Paris, fail utterly to explain how such a 
misunderstanding could have arisen. According 
to Paris dispatches, France understood that the 
proposed agreement would permit it to begin the 
replacement of approximately 66,000 tons of 
“over-age” cruisers prior to the termination of 
the agreement in 1936. This replacement program, 
it appears, was never explained to Italy, and was 
discovered for the first time when the technical 
experts examined the draft in London. 


The text of the provisional agreement itself is 
ambiguous on this point. It states clearly that 
there is to be “no further construction” of large 
10,000-ton 8-inch-gun cruisers after completion 
of the 1930 programs—thus giving France and 
Italy an equal number of this new standard type 
vessel. The provision governing construction and 
replacement of other cruisers is less precise. It 
States that the tonnage of new construction “to 
be completed” shall not exceed the tonnage of 
Over-age 6-inch-gun cruisers and destroyers. 
While there is no doubt but that under this clause 
France may replace its large number of over-age 
6-inch-gun cruisers before 1936, a difference has 
arisen over whether France may begin the re- 
placement of 66,000 tons of old cruisers of the 


°ft “The Franco-Italian Naval Agreement.” F. P. A. News Bulletin, 
X. No. 20. March 20, 1931. 


Quinet and Gambetta types, carrying 17.6-inch 
guns. Apparently it is the French interpretation 
that so long as such replacements are not com- 
pleted before 1936, they may be begun prior to 
that date. But if this program were carried out 
in addition to the replacement of ordinary over- 
age 6-inch-gun vessels, France would have, soon 
after 1936, an increased tonnage in “modern 
vessels.” 


If this French interpretation was clear at the 
time of the original agreement, it was not ap- 
parent in the explanations offered in Paris, as 
well as in the other capitals. All statements made 
at that time emphasized that the tonnage superi- 
ority of France in surface vessels was to be 
assured by retention of over-age ships, which 
presumably would not be replaced. The semi- 
official Paris Temps, in a series of tables showing 
the strength of French and Italian fleets in 1936, 
included the 66,000 tons of over-age cruisers and 
made no reference to their replacement. 


The manner in which this new “dispute” has 
arisen lends color to newspaper dispatches linking 
the naval difficulties to the proposed Austro-Ger- 
man customs union, which was announced shortly 
after the provisional naval understanding had 
been reached.t Publication of the German pro- 
posal was accompanied by a bitter attack in Paris 
on M. Briand and his foreign policy. The fact 
that Italy did not denounce the Austro-German 
project with as much vehemence as France may 
explain, in part, the increased stiffness with 
which, apparently, France is conducting the naval 
negotiations. 


The difficulties, both political and technical, 
which have been encountered in the negotiations 
to terminate the naval competition between 
France and Italy serve to emphasize the tremen- 
dous task which lies before the General Disarma- 
ment Conference next year. W. T. STONE 


tCf. “The Austro-German Customs Union.”” F. P. A. News Bulletin, 
Vol. X. No. 21. March 27. 1931 
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Australian Finance 


The flurry created ni Great Britain when Pre- 
mier Lang of New South Wales announced on 
March 26 that his state would not meet interest 
payments of $3,645,000 due in London on April 1 
was of short duration. The government of the 
Australian Commonwealth met the obligation it- 
self and British bondholders suffered no incon- 
venience. Australian stocks on foreign markets 
rose again after a brief setback, indicating normal 
confidence in the soundness of the country’s 
position. 

Meanwhile Premier Lang and his colleagues 
are facing suits for recovery by the Common- 
wealth of the amount just paid in London. There 
is a possibility, moreover, that the Commonwealth 
will refuse to turn over to New South Wales the 
latter’s share of the annual customs receipts until 
the defaulting state has met these and other obli- 
gations to the Commonwealth. The five remain- 
ing states resent Premier Lang’s repudiation 
policy, as do many of the inhabitants of New 
South Wales. Knowing that there was no financial 
necessity for repudiation, they believe that Mr. 
Lang’s chief purpose was to embarrass the 
Labour Prime Minister of the Commonwealth, 
Mr. Scullin, whose views are far less radical 
than those of Mr. Lang, also a Labourite. 

Under an existing financial agreement between 
the states and the Commonwealth, the latter has 
been responsible since July 1, 1929 for state debts, 
but this agreement provided no machinery to 
meet the unforeseen contingency of state repudia- 
tion. A joint conference of state and Common- 
wealth premiers and treasurers is soon to be held 
to remedy this lack. 

Both before and since the Lang repudiation 
financial questions have been a burning political 
issue in the country. Recognized features of state 
and Commonwealth policy in Australia for de- 
cades have been the maintenance of a high stand- 
ard of living and the vigorous development of 
natural resources, even at the cost of unusually 
heavy domestic and foreign borrowing. In view 
of the recent slump in world markets, however, 
Australian taxpayers have begun to view the 
burden of debt with a new degree of concern. 
Their demands for relief have been met by the 
present Labour government through a Common- 
wealth bill for a fiduciary issue limited to about 
$292,000,000, without gold backing, in anticipa- 
tion of a future loan. This, the government be- 
lieves, is the best means of restoring former 
price levels and stimulating production. In the 
opinion of the Commonwealth Treasurer the gold 
standard has not proved such a success through- 
out the world that it must be regarded as sacro- 
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sanct. 
troduced by him in March provided: 


Supplementary government measures in. 


a) that on demand the Commonwealth Bank should 
transfer to the Treasurer such amounts of gold as were 
required to fulfill oversea obligations, accepting Com. 
monwealth securities in exchange; b) that interest 
rates be reduced by 1 and 1% per cent; c) that a 
bounty of almost $17,000,000 be provided for wheat 
growers and a fund of over $12,000,000 for loans to 
needy farmers. 


These proposals caused a double split in the 
Labour party. A few of Mr. Scullin’s followers 
broke away to the left and adopted Premier 
Lang’s policy of repudiation, while Mr. Lyons, 


former Acting Treasurer, attacked both inflation Ff 


and repudiation and fostered a movement for the 
creation of a new political party. The existing 
National and Country parties also opposed the 
government measures. 

Although the fiduciary note bill passed its 
second reading in the House of Representatives 
on March 25, the Senate will probably reject it, 
in which case Prime Minister Scullin is expected 
to appeal to the electorate and engage in a trial 
of strength with his former colleague and present 


rival, Mr. Lyons. E. P. MACCALLUM 
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